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FEDERAL ELECTION COMMISSION
999 E Street, N W
Washington, D C 20463

FIRST GENERAL COUNSEL’S REPORT
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RELEVANT STATUTES

INTERNAL REPORTS CHECKED
FEDERAL AGENCIES CHECKED

I. INTRODUCTION

AUDIT REFERRAL 08-08
DATE REFERRED Apnl 29, 2008
DATE ACTIVATED May 8, 2008

STATUTE OF LIMITATIONS 8/8/11 -
12/31/11

INTERNALLY GENERATED

Dernick Shepherd Campaign Commuttea and
Demck Shepherd, 1n hus official capacity as
treasurer '

2USC §432(d)
2USC §4340)2)
2USC §4340)(3)
2USC §434(b)6XA)
2USC § 441aa)1)(A)
2USC §441a(f)
2USC §441b(s)
11CFR §104 3(s)

11 CFR §104 14(b)(1)

Audit Documetits
Disclosure Reports

This matter was generated by a Commssion audit pursuantto 2 U S C § 438(b) of the

Demck Shepherd Campaign Commuttee (“the Commuttee™), the authornized commuttee of Dernick

Shepherd, a 2006 candidate for the House of Representatives m Lowisiana’s 2™ Congressional

Dastnict The audit covered the period August 3, 2006 through December 31, 2006

]
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The Audit Division submutted the Final Audit Report (“FAR") to the Commission on

Apnl 28, 2008, and 1t 13 currently awaiing Commussion approval Attachment 1 Findings 1 thiu 7

were referred to this Office on Apnl 29, 2008 Based on the information set forth 1n the FAR, 1n

addition to mnformation contained n a Yederal mdictment against the candidate, Dernick Shepherd,

MMWmhmmanMMM

violatnms

The Commuttee farled to properly maintain records related to $154,125 1n loans
from Derrick Shepherd in violation of 2US C §432(d)and 11 CFR §
104 14(b)(1) (see Finding 1, Attachment 1 atpp 8-9)

The Commuttee accepted prolubuted contributions in violation of
2USC § 441b(a) (see Findmg 2, Attachment 1 at pp 9-12, see also Shepherd
Indictment at 32)

The Commttee acnepted exapssive anntribtiions ox viblatxm of 2 U § C § 441(f)
(see Pty 3, Atachenent 1 at pp 12-14, see also Shepherd Indictment at 32)

The Cemmuttee overstated 11s reported receipts and cash on hand by $54,740 1n
violation of 2US C §434(b)2) and 11 CFR § 104 3(a), and understated 1ts
disbursements by $20,000 n violation of 2U S C § 434(b)(3) and 11 CFR

§ l(g 3(b) (see Finding 4, Attachment 1 at pp 14-16, see also Shepherd Indictment
at3 :

The Commuiine: finled to sdequalioiy dwelose the name and addrss of comtnbuscs ot
the date of rennpt for 38 cantnbutiens teivieng $44,150 m violabem ef 2 U S C
§ 434(b)(3)(A) (see Finding 5, Attachment 1 atpp 16-17)

The Commuttee did not file 48-hour nofaces for 15 contnbutians totaling $94,100 1n
violation of 2 U S C § 434(b)(6)(A) (see Finding 6, Attachment 1 atp 17)

The Commttee fuled to adequitely disclose the occupation and/or name of
employer for 44 contributions totalng $55,350 m violation of 2 U S C § 434(b)(3)
and 11 CFR § 108 3(a)(4) (sea Fmding 7, Astnohmaent 1 at pp 18-19)
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O. ANALYSIS

Dunng the course of the audit, the Commuttee failed to cooperate in providing information
to the Commussion In addition to fashing to respond to the Interim Audit Report, the Commuttee
finled to respond to multiple requests for information concerning the source of the candidate loans
atissue m Finfing 1 ' The Commutiee’s lack of cooperation may e related to a crurmmal
mvestigation thas resulied i the Aprl 10, 3008 mdicuinent of Dernck Shephurd on fedosal maul
frand sl wirs frave charges m commecthien with a money lavmdarmg schame that 15 alleggi to have

taleen pjace after the gumery elechion i late 2006 See http //www ugde). govfugsollaciprcss/2008/
pdf Mr Shepherd’s crminal tnal 18 currently scheduled

The indictment alleges that Shepherd assisted the owners of an unlicensed construction
bond firm to conduct business by depositing premium payments on their behalf into his law firm
account, claiming them as legal fees The bond firm and 1ts owners had been bamned by court ordci
from selling insurance 1n Lowisiana due to past fraud, and because its bank accounts had been
sexzed by state regulnters, could not make premmum deposits on its own  Notwithstandmg the
measuces tikian by regulintns the ubeessed boud firm continwed t sdil senstrustyen bomd
comeragp, colietited prestmms that wese deppsited nete Shepherd’s acensmts, but never asteally
provided sny bends, defraudung the constzichion Srma hs paxt of the alleged schexse, Shephexd

kept approximately half of the premium payments that he deposited mto his law firm account, and
pad the balance to the owners of the unhcensed bond firm

! On January 10, 2008, tus Office subrmtted a memorandum to the Commission on behalf of the Audit Division
seeiens approval for subpnenas te obtmen mftvnation as.£o the source of the candudate loans Howevsr, the
Conmaussiondid not suthorize the subpoenas, mn part becsuse of the lack of a quorum and because 1t was believed a
letter to the candidate seekng the mformation, and warnng that the Commssion could make an adverse inference as 10
the mzece df the fhmis, rosght sesult 1o commiianes  Neveriieiins, the andudim letter and other communications weie
not answered and dvd not resolve the concerns
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The indictment charges that $20,000 of the funds Shepherd denived from the scheme weie
used to make a payment for “campaign expenses” on or around December 21,2006 In
conversations with the criminal prosecutors, we have determined that the “campaign expenses”
referenced m the indictment were paid by Shepherd out of lus law firm's account (Shepherd and
Associgtes, LLC) to Buisson Creative Strategius, a vendor to the Commmttee  Although the
Commuttve disclosed paymerits to Bunson Creative Ststogies for $1,761 30 on Septemben21,
2006 for “smspins symagonretimedia™ and pand Greg Bazssnn $9,664 10 for the same purmos:
on August 18, 2008, the Cocamittor repoziai no ather payments to Buisson, including any
disbursement for $20,000 made on or round Decamber 21, 2006 Although the disbursement fell
within the time frame covered by the audit, because the disbursement was unreported and a review
of the law firm's records was not part of the audit, the Audit Division was unsble to pursue furthe:
mformation about this disbursement 1n connection with 1ts efforts to investigate the Commuttee’s
compliance with the hmitations, proibitions and disclosure requirements of the Act

Nevertheless, based on the information from the indictment 1t appears that the Commuttee
received but did not report an in-kmd contnbution from Shepherd and Associates, LLC that may be
prohubited amd, 1f nat prahibited, 18 excesmve See Attachment 1 at @ (dissugsmg application of
lumats end praubitmom so LLC contubutrens) Thereiore, the recspit of the cosnibtadron fixm an
LLC and the falnre to report tiee cantnibution pmvides an additiapal kanws upon which we
recommend that the Comnussion find reason to believe the Commuttee has violated 2 US C §
441b(a) or, altematively, 2 U S C § 441a(f) by accepting prolubited or excessive contnbutions, and
violated2 U S C § 434(b)(2) by fuling to report the mn-land contribution  See Final Audit Report
Findings 2-4
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Ol PROPOSED DISCOVERY
Because the Commuitee was unresponsive to requests for information during the audit, we

believe that an investigation 18 necessary to establish the source of funds for the candidate loans at

1ssue, as well as information regarding the contnibutions from LLCs and the possible in-kind

contnnbutron from Shepherd's law firm In light of the comnuftee’s lack of cooperation during the

audit, we antrcipute m formal discovery, including document subgounss to the Commanme,

and possibly the randidate, the candidate’s law firm, and banks at vehech the camdarinte maintained

accomnts In addition, materviews or deposstions of Commuttes pezsonnel may be nesessary

Accordingly, thus Office requests that the Commuasion authonze the use of compulsory process to
all respondents and witnesses in this matter, including the 1ssuance of appropnate interrogatones,
document subpoenas, and deposition subpoenas, as necessary

IV. RECOMMENDATIONS

1
2

Open a MUR

Find reason to believe that Demnck Shepherd Campaign Commuttee and Demick
Shepherd, in hus official capacity as treasurer, violated2 US C § 432(d) and 11 CFR
§ 104 1/b)(1)

‘Find 0 helieve that Demnck fthepherd Camumegn Commuttee and Dermack

Shepherd, s s offisial capaeity 2 ssasurar, anlatad 2 U 8 C § 441b(a)

Find reason to believe that Derrick Shepherd Campaign Commuttee and Demnck
Shepherd, :n lus offigial capacity as treasurer vialated 2U S C § 441a()

Find remson to believe that Dernck Shepherd Campaign Comzmttee and Derrick
Shepherd, in his official capacity as treasurer, violated 2 US C § 434(b)and 11 CFR
§1043

Approve the attached Factual and Legal Analysis
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7 Authonze the use of compulsory process against all respondents and witnesses in this
matter, includeng the ;msuanaz of approprnate misrrogatanies, dannne=it subppenas, aml
deposition subpecras, as nenessary

8 Approve the appropnate letter

BY

Thomasema P Duncan
General Counsel

Kathleen Guith
Acting Deputy Associate General Counsel

ML Pl

Mark Shonkwiler .
Assistant General Counsel
%ﬁk 43/”’_
Peter G Blumberg
Aftorney




